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- Sources of System Revenue

10-year average
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Member Contributions
21%

Investment Returns
60%

Employer Contributions
19%

= Between fiscal years 1999 and 2008, investment income
provided well over half of total System revenue




gtributions V. Earnings
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= PSRS Member Contribution Rate History

PSRS Member Contribution Rates
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= Contribution rates have increased in each of the last 5 years,
primarily due to benefit increases and declining investment
markets



;'T—T_“ffhvestments: The Current Market
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* The most difficult investment market since the Great Depression

» (Credit (bond) markets are frozen

= 10t Bear market since WW II (worst stock year since 1937)
» Market decline has wiped out Trillions in wealth
» Warren Buffett: “ We had an economic Pearl Harbor hit”

Investment Performance: last 5 years

PSRS/PEERS fiscal year ends on June 30
Negative returns in FY 2008
5 year average above 8%

Investment Performance: FY 09

PSRS/PEERS returned -8.9% for the first
quarter of fiscal year 2009

= July 1, 2008 thru September 30, 2008

= Markets in the second quarter have
continued to decline

Fiscal Year |Gross Return
2004 12.40%
2005 9.20%
2006 9.80%
2007 16.57%
2008 -4.60%

5 year average 8.4%




Global Equity Markets: CYTD
(11/10/08)
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= S&P 500 Since Jan. 1. 2008
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E Investments: PSRS :

= PSRS has a large allocation to stocks. Thus, if the stock market is
down, the PSRS portfolio will be affected

= 52% of the total assets were invested in stocks as of 10/31/08

LN

= Diversified Asset Allocation

= Broadly diversified investment portfolio provides protection in down
markets

= Allocations to bonds, private equity, real estate and absolute return

investments
7 6% 3.6%
4.8%

B Public Equity
B High Quality Debt
m Private Equity
B Real Estate
m Abs. Return Hedge Funds

30.2% m Other Debt
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= Investments: PSRS

= The Systems have developed a professional organization to manage
a multi-billion dollar pension fund

= Deep internal staff,

= Detailed Investment Policy,

= External specialist consultants,
= External investment managers

= PSRS sold all corporate bonds and moved 25% of the total assets
into Treasury securities in January

= Treasury securities are the safest most liquid assets in the world

» This move has saved the Systems almost $1 billion in the last 10 months
as the bond credit markets have deteriorated

= PSRS’ liquidity
= As of 10/31/08, over 30% of the portfolio was invested in liquid securities
(treasuries)
= Ample liquidity allows the Systems to meet all benefit payments and to
opportunistically invest in the markets

10



= System continues to focus on a
well diversified and disciplined
investment program

* Maintain a long-term
investment horizon and focus
on long-term opportunities

* Investing is a marathon —not a
sprint

11



__:Tu_ne 30, 2008 Actuarial Report

= The actuary provides an actuarial valuation ot
the System each year
- ‘Snapshot’ as of June 30
- System pre-funded status was 83.4%

- The June 30, 2008 (FY 08) report showed an unfunded
actuarial accrued liability of $5.7 billion

= Contribution rates

- The Board of Trustees will set the contribution rate
for FY10 at the December Board meeting

- “ARC” (Actuarial required contribution) rate =
28.45%

12



= Board of Trustees

= Fiduciary Duty

- The Board has the fiduciary duty to adequately fund the system based
upon advice of our actuary

- Contribution rate increases are currently limited by legislation (1%
increase per year for PSRS, 2 % increase per year for PEERS)

- Section 169.030.6, RSMo., provides in part

» ..no legislation shall be enacted after July 1,2003, that increases benefits
provided to members or retirees of the public school retirement system of
Missouri above that which may be funded using a rate of contribution of
ten and one-half percent ...

= Board of Trustees of PSRS/PEERS of Missouri passed a Benefit
Resolution

- Respecttully urges the General Assembly not to adopt any benefit
increases until the unfunded actuarial accrued liability has been paid
and the contribution rates have stabilized for Missouri teachers and
school districts
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= PSRS Factoids

Total active/inactive membership = 88,728
Total number of benetfit recipients = 39,828
Annual retiree benefits paid = $1.2 Billion
93 retirees age 100 or more (Oldest 108)

Retiree receiving monthly benefits uses up their entire
account balance in 5 years or less — remaining benefits
paid over lifetime funded by district contributions and
investment returns

Number of new service retirees July 2008 = 2,205
Average age of July 2008 retiree = 56.8
Average July 2008 retiree years of service credit =26.7

ngerage July 2008 retiree single life monthly benefit =
3,705

14



— Summary

The PSRS/PEERS Board and staff continue to focus on maintaining the
financial solvency, strength, and integrity for Missouri’s public school
employees.

Benefits are created by Missouri State Statutes and backed by the
Missouri Constitution — benefits cannot be diminished or impaired

Members are fortunate to participate in a defined benefit plan

PSRS/PEERS is committed to paying a lifetime of benefits based on
years of service and final average salary

Retirees will continue to receive their monthly checks as promised

Negative investment returns will have an impact on future contribution
rates

15
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